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THE NEW JERSEY BUDGET LAW 1 

ARTHUR N. PIERSON 

Chairman, Commission for the Survey of Municipal Financing of 
New Jersey 

AFTER seventy years' experience with the Legislative 
Budget, as the instrument for distributing state revenues, 
New Jersey has adopted the Executive Budget. The Act 
creating this budget was passed in the legislative session of 1916. 
It superseded the Legislative Budget for the appropriations made 
last year, which became operative November 1 last. 

Under the new plan, the controller submits his estimate of the 
available state revenues, and the departments and institutions 
submit their requirements in detail to the governor prior to 
November 15. A full explanation is required for all increases 
and the needs for extensions or improvements. The requests 
are tabulated and investigated by the governor's own assistants, 
who can be well designated as his Budget Committee, although 
their work is confined to the months of November and December. 
During December, the governor conducts budget hearings, after 
which the budget is fixed. In the opening week of the legislature, 
he submits the budget with his budget message to the legislature. 
The budget is then referred to the Joint Appropriation Committee, 
which sits during the legislative session for further hearings and 
revisions. The Appropriation Committee submits its final re- 
port to the legislature during the week prior to adjournment. The 
budget thus prepared is passed in February or March and becomes 
operative on the first of November following. 

New Jersey has had but two years' experience under the new 
plan of budget making, but it has already proved its value as a 
means for a more equitable distribution of state funds and a better 
control of expenditures ; as such it has many features of marked 
improvement over our old plan, and will, I am confident, prove 
an unqualified success, and well worth the work involved in estab- 
lishing the new system. 



1 Read at the National Conference on War Economy, June 6, 1918. 
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I appreciate it is too early to predict the full measure of success 
which will accompany our new plan for budget making, but my 
three years' experience as a member of the Appropriation Com- 
mittee under the old Legislative Budget plan gives me something 
of an insight into its shortcomings and possibly I may be pardoned 
for pre-judging in a measure the benefits which may be expected 
from our Executive Budget. 

In my first year's service on the Appropriation Committee, this 
committee was composed of three lawyers, one physician, one 
farmer, two insurance agents and two business men, only one 
member having ever had any previous experience in Appropria- 
tion Committee work. From my study of the Legislative Budgets 
in other states, it would appear that New Jersey's experience in 
this matter is fairly typical of other states. It must be evident 
that the best results cannot be obtained under such a scheme. 

If sectionalism, politics, and "favor me and I'll favor you" could 
be eliminated from the work of the Appropriation Committee, 
which is, of course, practically the maker of the Legislative 
Budget, there would still be enough to condemn this manner of 
budget-making as a practical means for appropriating state 
revenues. I have in mind the ever-changing personnel of the Ap- 
propriation Committee, which brings to this work men who lack 
the training and sometimes the ability. These factors constitute an 
obstacle that must be ever present to greater or less degree in such 
a scheme for budget-making. It is impossible for such a commis- 
sion to discern between the good and the bad, the necessary and 
the unnecessary in any request for funds. 

Under our plan for the compilation of our Executive Budget, 
the responsible head of the government determines the policy for 
extensions and improvements, and in a general way fixes the funds 
which are to be allotted to the several institutions. The total of the 
appropriation of the budget as fixed by the governor must be 
within the funds estimated as available for state purposes for the 
year. It is, however, within the province of the Appropriation 
Committee to revise any items which in its discretion should be 
amended. At all events, I feel certain that as our governor can- 
not succeed himself, the danger of political bias has been over- 
come as far as can be reasonably expected. 

New Jersey's Executive Budget, has, however, a wider purpose 
than that of distributing funds or controlling expenditures. It is a 
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vital part of Governor Edge's plan for reorganizing New Jersey's 
administrative and fiscal affairs upon a business basis. In this 
particular it serves an important purpose in bringing the governor 
into vital contact with the needs and activities of the various state 
institutions. Such a connecting link between the responsible head 
of the government and the activities of the state is essential to a 
successful administration of public affairs. 

While Governor Edge was in the senate, he inaugurated his plan 
to put the activities of the state on a business basis, making the 
governor the responsible executive head of the business concern. 
As the first step in this program, he effected the reorganization and 
consolidation of some forty or fifty more or less overlapping com- 
missions and boards into six single-headed commissions, thus co- 
ordinating kindred activities in the several new commissions. At 
the same time he organized and established the state purchasing 
system, which was an important feature of the plan for efficient 
and economical business government. The program of reorgani- 
zation has covered a period of four years, and was only com- 
pleted at last winter's session of the legislature, when all chari- 
table, correctional and penal institutions were brought under the 
control of a single-headed Charities and Correction Commission. 
Having served on the Economy and Efficiency Commission with 
Governor Edge, when he was in the senate, I feel in a measure 
familiar with the needs which existed for a thorough reorganiza- 
tion of state affairs and the important part our Executive Budget 
has played in this program. 

As yet neither the budget nor the reorganization of our state 
activities has produced all the good results of which it is capable. 
It will take time and patience to work out the problems 
which must necessarily arise in the transition from the old to the 
new system. As capable of good results as the Executive Budget 
is under ordinary circumstances, the double purpose which it 
serves in New Jersey increases many times its possibility for good. 

At this point, however, I am led to make a suggestion which is 
applicable to New Jersey's budget as well as to every form of 
budget, and to my mind, indispensable to the best budget results. 
I refer to a permanent budget commission to be appointed by the 
governor and directly responsible to him, composed of experts 
or specialists in the several branches of institutional work. The 
members of such a commission should be employed the year 
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around ; the greater part of their time to be spent in field work, 
making unannounced visits to the institutions and even living there 
for such periods as will give them a definite knowledge of the 
work and the needs of the institution. 

My experience with state and municipal budgets has brought me 
to the conclusion that the successful outcome of a budget system 
depends to a far greater degree upon the ability and earnest pur- 
pose present in the making than upon its form or plan. In other 
words, it is the man behind the gun who brings the results. To my 
mind, we have placed far too much emphasis upon the form or 
plan of budget, and paid too little attention to the care and intelli- 
gence used in its making, and the integrity with which its pro- 
visions are carried out. The budget in itself appeals to me much 
as the plan and specifications of a building; they are good or 
bad, according to the measure of intelligence and honest purpose 
with which they are made, and I think we shall agree that they will 
produce results, all things being equal, in the proportion that these 
factors are present. Such a budget commission would be of great 
assistance to the Appropriation Committee in making the Legisla- 
tive Budget, and on the other hand, would prove of great value 
to the governor and the Appropriation Committee in making and 
perfecting the Executive Budget. The assistance of such a com- 
mission would find an added purpose in New Jersey alone in keep- 
ing the governor in constant touch with the activities and needs 
of the institutions. A commission of this kind, with their knowl- 
edge of the state's needs, would be of great value to the purchas- 
ing department in the standardization of supplies. 

There are one or two features in New Jersey's budget scheme 
which have been in the process of evolution and adjustment for 
the past few years. Up to a year ago, New Jersey followed the 
policy of detailed appropriations with scarcely a deviation. In 
1915, however, we overcame some of the unyielding provisions of 
the detailed budget by giving the State House Commission author- 
ity to transfer items within department appropriations. This 
flexibility proved a timely expedient in adjusting conditions created 
by the war and saved our institutions from much embarrassment. 

It has been a time-honored practice to pass a supplemental bill 
at each session of the legislature. This practice brings about the 
same unsatisfactory conditions as exist in other quarters, and I 
am inclined to believe to a degree destroys the incentive for econ- 
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omy in administering institutional affairs. It has always been 
looked upon with favor by our institutions, as this gives them two 
chances at the state treasury. The supplemental budget has with 
us had some justification ; as in the past, requests for funds were 
filed a year previous to the operation of the budget, which, under 
normal conditions, makes a scientific distribution of state funds 
and the administration of institutions somewhat difficult. It has 
tended to make the Appropriation Committee careless and provided 
a ready means of pushing its responsibility on to its successors. 

When New Jersey adopted its Executive Budget, we determined 
to get away from a supplemental or emergency budget, but not 
until last winter were we able to accomplish this purpose. In 1917, 
to meet the unforeseen requirements arising from our entrance into 
the war, we granted a lump-sum emergency appropriation, and 
placed its distribution in the hands of the State House Commis- 
sion, which is composed of the governor and the heads of the 
several departments ; this provided relief for many trying condi- 
tions which could not have been foreseen in either our annual or 
our supplemental budget. 

Last winter, we changed our fiscal year from November 1 to 
July 1, thereby bringing the operation of our budget four months 
nearer the time for filing requests for funds, and within three 
months after its final adoption. By thus bringing the operation 
of the budget within a reasonable time after its passage, and with 
the means of relieving the distress of unforeseen conditions 
through our emergency fund we were able to do away with the 
supplemental appropriation bill for the first time in several genera- 
tions. 

I appreciate that the power given the State House Commission 
to transfer appropriations and the expenditures of our emergency 
fund does violence to the theories of that school of budget making 
which adheres strictly to the detailed or segregated budget. I will, 
for the moment, accept this plan of making appropriations, but in 
so doing, must ask its defenders to accept with it the necessity for 
more care and intelligent thought in the making than is given the 
average budget, whether executive or legislative. I recognize the 
force of the argument in support of the segregated budget and 
freely admit that the carefully detailed appropriations bring the 
expenditures of such a budget under more definite control. I am 
inclined to the belief that the lack of flexibility of such a budget 
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surrenders economy and efficiency in its operation. At the same 
time, we must admit the force of the argument on the other side, 
viz., that those who know most about an institution can best admin- 
ister its affairs, and that a detailed budget destroys the incentive 
and even the opportunity for the exercise of initiative and execu- 
tive ability. In other words, it makes the executive head or board 
of managers of an institution simply the errand boys of the budget 
and its makers; in short, I will accept the detailed budget only 
after the most positive assurances that it has been intelligently 
made. 

To sum up my conclusions, I am a firm believer in the 
Executive Budget. It has proved to be a vital part of our 
plan for a business administration of state affairs. It appeals to 
me as a step in the right direction, but I wish to emphasize again 
my unbounded faith in a permanent specialized budget commission 
as the necessary adjunct to, or rather as an indispensable 
part of any budget plan. I believe this will prove true in New 
Jersey, as well as in other states, as I am convinced that no budget 
will be the instrument for a scientific distribution of state funds 
until it has the support and guidance of such a commission. 



